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. MEMORANDUM FOR: Chief, Budget Division - -

SUBJECT : TFinancial Code Classification By Activity
: and Category .

-

l. There are increasing demands for accumulation of budgetary data

L by activity or category (sub-activity) - by area, by country, by project.

} -, 7" .. I am convinced that we can never satisfactorily meet these requirements

| - .. Dby the "hand posted™ methods now in use. I believe they can be met through

' . o machine.accumulation, but to do so we must establish a classification
system adeptable to machine operations and responsive to our requirements.
This implies a certain loss of flexibility, requires more emphasis on

. detailed planning, and forces general agreement (within and without the

- Agency) on the classifications to be used. .

2. The present classification system does not sﬁpportvour budget
" Presentations. It identifies the follouing_anzinities: Yoo

_ A . It does not contain any sub-activity or category classification. In the
wL - Plans Area it lumps essentially everything other than project costs into
- . ™overhedd" which must be distributed by bercentage to the other activities
for budget presentation. In the Intelligence and Support Areas, organiza-
tional structure brovides a means of distributing support by sub-activity.

3. The budget as presented to the BOB and the Congress appears to be . .
- based upon an activity classification which does not, in fact, exist. From -
.+ data classified in the above manner our most recent budget submission was
L.l .. . presented using the following activity format:

AN
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J:V‘would inevitably become very embarrassing.
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. SUBJECT: Financial Code Classification By Activity and Category .= - . . ‘=, -

.1' This was accomplished through the percentage distriﬁution of‘overhead to

activities and the manual distribution of organizational data to appropriate
activities (logistics, for example, was distributed among almost all activ-

S itdes).

L. I velieve the past few budget exercises have demonstrated that we

" cen not "live™ with this system. It results in budget presentations which

have no basis in accounting records and which are . essentially fabrications.
You are only too familiar with the fact that differences between activities

\'Zfii_from one year to another can not be explained in any logical or supported

basis and that any questions which might go beyond a superficial inquiry

‘

5.° We had found earlier that it was too late to "correct” the present

" classification code for FY 196L. The Financial Code Committee is now at

work on & revised code for FY 1965. We must, therefore, provide guidance

.. . to them if we are to have & means of. progressing into machine methods in o
"+ the budget process or a means of distributing support costs more adequately, .
-~ ‘both of which I'm sure you consider priority projects. I propose that this: - .-
.~ guldance be furnished in the form of & revised activity classification code
' which will also classify sub-activities or categories as follows: '

Activities - '.'f..;'; h,g ' _Categories
. ‘ ‘ - (Sub-activities)

GRAUP 1 )
Excluded from automatic}
downzrading and
geclassitization
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“':. " SUBJECT: Finencial Code Classification By Activity and Category. . -« . "ii [

,
I

o : 'Thia proposal involves two principal developments.

a. An established activity classifica.tion by which we shall -
- prepare, defend a.nd, to a la.rge extent, administer the Agency budget.

b. The classifica.tion of "support” costs by activity to the -
extent practicable. . . _

6. ‘The first of these I see as primarily a matter of agreeing upon
. a system and, in order to get the maximum benefit from it, sticking to
that system. Some change will be inevitable through new developments, but .- .

we must make every effort to eliminate the changes which are due to lack of ol
planning or to insufficient consideration at management levels within the.

. " Agency and the BOB. We.can not otherwise avold the incomparability of

. presentations which distort facts or impair the usefulness of the budget
document. We should consider.

- &+ The adequacy of the activity list as a format for budget .- | :l;'--~'-,-1

o presenta.tion = supplemented by supporting detail in category,organ- S T '
J_/ izational element, location. and obJect. : T

, b. The a.dequacy of the categories or sub-activities as the ' L
- wain sub-divisions of each activity with the identification, rather S
" than concealment of true "support" costs. - ] _ - |

7. The second. is complementa.ry and involves more realistic accounting -
for all support and overhead. It necessitates:

a. Solving the technical problems of identifying and properly
L classifying much of what has been formerly lumped together as Overhead
RO : or Support and relating these to their proper acti\rities .as far as .
;0 i possibles - . . .25)'('1

Qo b. Reflecting the ema.m g, more realistic support costs as RS
.. 'such in fHe supporting “detail to the budget

'
1

L c. Adapting related 'co’ntrols such as staffing authorizations .
. and project approva.ls to incorporate direct aupport personnel and .
costs. SR . N .

o GROUP A
Excladed trom automatie

gawnzrading and

geclazsification
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' SUBJECT: Financial Code Classification By Activity and Category

SRR 8. Much of the work done in preliminary studies to determine how
“ho s overhead costs should be charged under e new activity classification: R
- .scheme will be useful in preparing e first budget estimate by that scheme - ' °
©- . but it will only be after actual data has been classified in the Agency : . L

- accounts by that method for the “past" year of a budget presentation that - ¢ -

- . the system will be truly operative. I see no particular problem in the . - '

- Intelligence, Research or Support Areas although they do need to “gear" 2
into the same system, which they almost naturally will. In the Plans Area, . .
however, it could involve a considersble re-orientation. The adoption of i

. this particular recommendation, of course, is not essential. All that T

© . matters is that we arrive at a common, reliable classification that we

... . can live with for a while. The degree to which we can keep it relatively -

.~ simple is also important because of the related procedural problem. - With . U ¢

: - your approval I will proceed to discuss the proposal withe - - - .o

. o 55;4;¥3”f“’ . The other Budget'DivisiohlBranchegffuﬁ
KA B e

el e T
LM '

: udget Officest“;f§=:
ADP Staff - , HE
;ﬂhe,Financial:Codg;qumitteeg;;;'

: GROUP 1

NS e oottt T R Eeluded drom sotomalle

R VT T S downsrading and
D S A S AP P A doclassification
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3 Objective claaoincation for Buiget Prosentaum

i \\ . .
w\ BRI
: 1. On % June I submitted to you & paper to initiate ptudy of Agency
.~ "Pinancial Code Classification by Activity and Category” as & first step -
: toward our machine epplicetion project. This memsrandum covers a secom
- phage of the project = the question of cbject class data.

2. Bureau of the Budget Clrcular A-ll eatablishes the object clz.ss
" breakdown required for budget estimmtes. Ve then establish the object
"' ¢lass informaticn to be required in suppart of office budget estimates in - _
- somevhat greater detail than that required by the EOB. Finally, all Agcncy
. /expenditures are classified in the full sube=cbject classification cods .
- / (nxr epproximately 72 classes) to accurulate the data believed necessary to -
/ explain, anslyze, or review Agency activities and cperations. The obaect
/. class detail required of the offices is, in effect, a conxpmise botween
. the data required and the data availsbls.

. 3. An Agency comittee 15 now studying the Cbiect CLeas Codes To
provide thew guidance, and to determine to scize extent the direction in |
which owr machine application project is to proceed, we need to estadblish

the object class requirements for future budget exercises. These can then
be aumbered in the next code so that detaild sub-cbjects will "roll up" into -
-our budgetary odject ¢lasses and owr budgetory claszes iato the BB reqnired
obaecta. . aimpz.e example in the "travel” olasnificaticn might bes :

Budgzet _ e ‘ Sub-o‘bjecta :

S Lk, In establishing the 1list foxr use in the preperation of budset
. estimtea wo ahould give careful consideration to:

‘ &. The object class Inforrntion essential for budgetery annlysig
as conwared with t.ha total detailed ba:eakdm vhich will remain svail=

T P
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< SUBJSECT:

= pated luprovereuts.

"stud™ colwm proposed far considerstiion in a machine-oriented system of 'budset
”’,preparation. Wi‘bhyom'ayprmmlmwinproceedtomcusaitvith: R

itself ave unirmportant. It is eseentisl only that a list ke deve.l@ea e.na
that t.t contn.intha tnfmtim waa&ﬁxsmﬁvindesire. S Ty

> Attachmont

" p/com (29 Ju1. r63) -
‘ Distrib (29 4 3)'ff°

- -2 °

Oblective Clasgification for Budget P:egentztion

able for statistical study ke a.:ﬁlcl requim cz:ly thva &..ts stfek
7 will ceatribute to the w@ﬁzlm;»ss of the budget documsat. We can
.. alvays develcp special data “"onm demand” by stetistdes) analysis of
' expenditure data or by special studies without wmduly cczplicatiag
" end confusing the budget presentation, particularly siuce the ¢rend
T i.zh;ovioualy auny froa the "&duat" as%ta_sl ta the substentive reasons

b. Budgetory obaect clm:a data will be more valusdble in direct
proportion {o 1ts continuity and compsyability. The analysis of .
coupareble data over & parfiod of years con be vary revealing, Frequeat o b
or umwarranted changes caa destroy much oi' its utility and oi‘fset anticie *

S e Scam object clazss-:-a my reguira further deseriptica In the

. proposed "stud” colurm of any budget estimate. Personal Services, for
. example, pmst be accompanied by positica apd A.E. data. For this reason ‘

L they should be eatabli..hed. at the tims object class data 1s comnsidered.

5. Attachod 1a & cemple listing of the object class and rolated data " .";

T L Be GbJect Class comit‘hee
. be Pudget Division Bronches

" @, ADP Staif 25X1A

6. I woua enphasize again that tha ttems fed in the serple list

- Orig - Addressee R
1 - Chairman, Object Class Committee
’l = Chief, Fiscal Division

GROUP 1 -

Excluded from ammauc T
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7 9 August 1963. - 1

. MEMORANDUM FOR: Chief, Budget Division

‘0. SUBJECT

‘ Organizational‘and Geographic Indicators in 'Ehe'
" Agency Financial Code -

"A. ‘Memo dtd 4 June '63, subj: Financial Code

© Classification by Activity & Category

B. Memo dtd 29 July '63, subj: ObJjective Classifi-
cation for Budget Presentatibn

. 1. To complete our recommendations for the consideration of a
 revised Agency Financial Code for FY 1965, we must deal with the ques=-
;> tion of the organizational end geographic data desired. The existing

-7 < code has been, for the most part, satisfactory in this respect although -
. concessions were made in its design because of the original limitations
5.7 of the columns availeble on the IBM card. These limitations are no U
.i "~ longer binding, or at least should not restrict our consideration of an .
s+ improved codes : ~ =

o 2. Any revised Financial Code should meke provision for the identi- - °
't . fication of costs by orgenization in varying degrees of detail. Deputy - =
. Directors will be interested in costs by Office. Office heads will be =~ -~
- concerned vith the detail making up their total. As e minimum, data R

e should be classified: : T

a. By major office (EE Div., OCR, or Commo)

b. By sub-office| R

-. Projects may fall into either organizational or functional patterns.
.. Such "projects" as will naturally be considered as orgenizational

" breakdowns while othérs may be classified as functional sub-divisions
of activity ca.tegories.

S 3. The Bureau of the Budget as well as Agency officials also express
© ... great interest in geographic data - in the analysis of Agency effort by . .

. 6ROV 1 IR _

S U ©07 7 [ Excluded from automatic y i
oL e o downgrading and ;
ST : e T teclassification _
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L SUBJECT: _Organize.tional and Geographlc Indice.tors in the Agency 6
- . .. Financial Code - : S : L b

::"A:‘l"l°°ati°n" For this purpose the Code should reflect: - . .- -

As in the past, these data should indicate the location of our effort. o

.. At the same time, we should provide enough flexibility in the code to -~

;. ~accommodate at a }ater date classification as to target. At this time, . . =
©. . .we do not have sufficient resolution of the "ta.rget" requirement to
,;enlarge upon it. . o .

' ":'jif 1& ‘I'hese considerations also will be pursued and diacussed with. o

B f.i_a.‘ The Financial Code Committee : - _ _ \ .
. b. Budget Division Bra.nches e R
. ADP Staff - -

o Other ofgices 25‘X1A

GROUP 1
Excladed from actomalic
downgrading and -

© geclassification
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. BUBJECT : Machine Accumulation of Budgetary Data

: 1. As a first step toward simplifying and improving the physical
. processes of collection and accumulation of budgetary data by machine or
' - computer methods, we had recommended consideration of a revised Activity -
.. and Category (sub-activity) Classification for the Financial Code (See Tab A). vl
.'! We have made other proposals dealing with the detail desired in object classes. ;. . .
¢ (Tab B) as well as for organizational and geographic data (Tab C). It is, o~ °f
"' however, the establishment of a logical, common program or activity classifi- R
. cation system which is of primary concern to the various Agency ‘elements. :

R

_ 2. The major problem of adaptation may exist in the Plans Area with
i, its large undistributed support accounts. However, if we are to arrive at :
' a rellable classification of activities that we can use for both accountings
and budgeting over a reasonable period of time, we must develop 8 system '

which is responsive to the needs of all elements.

- 3. The list illustrated in Teb A is tentative - for example, it is
. ‘already apparent that a "Photographic" category should be a.dded to the 'I'ech-
-, nical Collection activity. ;

- 4, I would suggest that you consider the proposals within your own
. areas of interest, soliclt comments or recommendations from your offices, '~
" and reach tentative conclusions by 31 October 1963 for incorporation or con-*. Gl
. sideration in our final recommendation. - I'll be happy to assist in any way . 25)(
-+ I can, and 1f a Joint briefing on the over-all long range proJect would 'be ; :
helpful, such a brief:l.ng can be given. SR 2

.M (ﬂ .".;l'».“ o
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